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Communication from Morgan Hill Economic Development Corporation

RECOMMENDED ACTIONS

Receive and File letter from MHEDC

EXECUTIVE SUMMARY

The Morgan Hill Economic Development Corporation has written the attached letter advising the
Oversight Board of the EDCs position on the clawback dispute with the State of California The EDC
reports that it has adopted a budget that is intended to minimize expenses pending resolution of the
dispute
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Letter to Oversight Board from the Morgan Hill Economic Development Corporation
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MORGAN HILL ECONOMIC DEVELOPMENT CORPORATION
Chair Leery Cam Vice Glair oreg sellers TreasurerDoug Mallet Secretary Laura GonzatazLsooto Directors Gordon Siebert Brad Krouskup Howard Allred

it Slyu

October 24 2012

Morgan Hill Oversight Board

Re Dispute with State of California Regarding the Clawbach of Assets

Dear Board Members

The Board ofDirectors of the MorganHill Economic Development Corporation is aware that the Oversight
Board has expressed an interest in the current dispute with the State of California regarding the independence
of the EDC and the appropriateness of transfers ofproperty and cash made by the former Morgan Hill
Redevelopment Agency

We appreciate this opportunity to inform you of the EDCsposition and our ongoing efforts to preserve and
enhance those transferred assets in accordance with our responsibilities as a nonprofit public benefit
corporation

The dispute arises because the State Controller has ordered the City to direct the MHEDC to reverse the
transfer of the assets The Statesposition is that the EDC is a component ofthe City government and
therefore is covered by a provision in the Redevelopment Dissolution Law that required transfers from RDAsto
cities or counties to be reversed

Our position is that the EDC was legally formed tinder the laws of the State of California that the transfers by
the former RDA were lawfully accomplished in accordance with the California Redevelopment Law in force at
the time and that the EDC is a separate entity not subject to direction from the City We acknowledge that AB
1 X26 required the reversal of transfers between RDAsand cities but that law did not prohibit transfers to a
separate economic development corporation Subsequently the State enacted AB 1484 which purported to
retroactively define EDCsas cities contending that the new language was declaratory of the law enacted more
than oneyear earlier

The litigation filed by the EDC is intended to resolve the dispute by seeking a judicial determination of the
validityof the Statesposition Pending the resolution of that dispute the MHEDC Board has adopted a budget
attached that seeks to preserve the assets of the Corporation in accordance with our fiduciary responsibility
and our publicbenefitputpose of encouraging the revitalization of Downtown Morgan Hill The adopted
budget reflects our determination pending resolution ofthe dispute to minimize expenses focusing on costs
such as taxes property maintenance and the legal services necessary to meet our obligations

Thank you for the opportunity to provide this background The EDC is committed to accomplishing Its
corporate purposes and to informing the public of its activities

Sincerely

1 r Carr Chair
Attachment

17450 Monterey Road Suite 15D Morgan Hill CA 95037 Phone 4086123787 wwwMHEDCcon



MORGAN HILL ECONOMIC DEVELOPMENTCORPORATION

Projected 201112Actuals and 201213 Budget

Adopted Budget Year End Actuals Recommended

FY 201112 FY 201112 FY 201213

No Beg Balance 410000000 412800000 399681622

Revenue

R1 Rental Income 14737500 12093266 12093266
R2 Other 1000000 000

Sub Total Revenue 14737500 13093266 12093266

Expenses

EA implementation Activities 310000000 12000000 10000000
E2 Deposit Reimbursements 1000000
E3 Legal Services 6559668 12131392
E4 Contract Services 4587000 5000000
E5 Administrative Services 20000000 664520 2400000
E6 Project Analysis 1128188 5000000
E7 Office space office supplies 241110 230000
E8 CommunicationsMktg 201454 200000
E9 Property Insurance 2407799
E10 BO Insurance 159518 159518
E11 Parking Lot Maintenance 2500000
E12 Parking Lot ImprovementsPothole Repair 200000
E13 Capital Improvements 10000000
E14 PBID 800000 370186 750000
E15 Other property related 5000000
E16 Audit 2000000
E17 Tax Preparation 300000 300000

Sub Total Expenses 3308000001 262116441 59278709

Ending Cash Balance 93937500 399681622 352496179

UMHEDCCBudgetAnnual Budget EDC Revised 073112Annual Budget EDC Revised 073112



Notes

R1 Rental Income Income from leases

R2 Other Deposits from real estate negotiations
Total

Expenses

E1 Implementation Activities Real Estate Negotiations

E2 Deposit Reimbursements Deposit reimbursements for Lonestar and City Ventures
E3 Legal Services Contract with Burke Williams for Legal Services

E4 Contract Services Contract with Hurst Harrigan for Downtown Market Analysis
E5 Administrative Services Contract with City of Morgan Hill for Administrative Support
E6 Project Analysis Contract with Keyser Marston Associates for Financial Analysis
E7 Office spaceoffice supplies Basic office Supplies for NDC Offices

E8 Communications Mktg Noticing Mailing IT Website and Other Expenses
E9 Property Insurance Property Liability Insurance
E10 BO Insurance Boards and Officers Insurance

E11 Parking Lot Maintenance Landscape Maintenance of Parking Lots and Public Spaces
E12 Parking Lot Improvements Pothole repair

E13 Capital Improvements ADA and Fafade Repairs for Downtown Mall
E14 PBID Property Improvement Business District Payments

E15 Other property related Property Taxes VTA Joint Use Miscellaneous Development Appraisal
E16 Audit Audit

E17 Tax Preparation Tax Preparation

UMHEDCBudgetAnnual Budget EDC Revised 073112Annual Budget EOC Revised 073112
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